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EXECUTIVE SUMMARY 


Right now we cannot find one major program in DOD that has ever come 
in for the original cost estimate. Three prominent reasons are that 
frequently we don't know the costs of previous programs, we don't know 
how to evaluate cost very well early in a program, and we don't know 
how to control or influence cost. 

Costs grow for a variety of reasons, but most growth (85%) is due 
to requirements and specification changes, while 15% is due to poor cost 
estimating. This requires a program manager to challenge requirements 
continually and do enough conceptual and validation work to reduce risk 
to an acceptable level. The increased program definition will then 
enable costs to be estimated with higher confidence. 

The program manager should use the cost analysis community frequently. 
The independent cost analysis process has improved estimating in recent 
years. Methodology incorporating parametric relationships, analogies, 
build-up techniques and historical data can be used to bound the range 
of most probable costs. 

Cost analysis methodology is still evolving, and software estimating 
is getting increased attention. The best estimates are derived from de- 
tailed program definition and an intimate understanding of the program 


by the analyst. 
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